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The general counsel of a con-
gressional subcommittee yester-
day flatly denied ABC Evening
News’ Tuesday report that the
CIA told the subcommittee
Ronald Rewald was a CIA

agent with a signed secrecy
agreement.

At the same time, subcommit-
tee attorney Michael Barrett
confirmed an exclusive Adver-
tiser report, published yester-
day, that the CIA admits it
knew about Rewald’s previous
bankruptcies and criminal con-
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viction when jt agreed to use
his firm for “backstop” cover
for CIA agents working abroad.

Barrett, asked about the ABC
report, said CIA personnel he
interviewed ‘“did not acknowl-
edge to us they had a secrecy
agreement” from Rewald, “and
they have denied he was an
agent.”

ABC last night also broadcast
an unsubstantiated claim by
Scott Barnes, a former Hawaii
prison guard, that he was hired
by the CIA to kill Rewald but
decided not to.

The Advertiser has been
aware of Barnes’ claim for
several months, but has not
published it because it has
no substantiation.
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Rewald also wrote rambling
letters to CIA station chiefs in
Honolulu about his travels
abroad, and apparently was
asked by them to gather infor-
mation about some foreign busi-
ness and political leaders if he
could on his travels.

It is not uncommon for the
CIA to ask U.S. citizens travel-
ing abroad for such assistance.

Barrett confirmed The
Advertiser’s report Wednesday
that the CIA continued to work
with Rewald even after it
learned that he and his Wiscon-

Rewald wasn’t a CIA agent, congressional

sin sporting goods company had
both gone through bankruptcy,
and that Rewald had been con-

victed of misdemeanor criminal”

violation of laws regulating
franchise operations in Wiscon-
sin.

“They did a background
check on him originally and
found nothing,” Barrett said.
“They say there was a time lag
on the information -about the
bankruptcy, that the record
was not available at the time
they did the first check.

“Then (a ‘few months later)
they did a recheck and found it
out, but by that time they had
already entered into their deal-
ings with him.”

The two checks were done in

for,, 1978, Barrett said he was told,

“just shortly after he went to
Hawaii.”

The CIA apparently went no
further, and a knowledgeable
official suggests that Rewald
talked the CIA out of doing the
customary interviews with past
associates usually involved in a
security clearance.

Rewald is believed to have
urged the CIA not to interview
old associates, on the pretext
that the interviews, even if
conducted under some plausible
cover, might nevertheless raise
questions which could endanger
his fledgling investment coun-
seling operation.

Barrett said the CIA indicated
it began worrying about Re-
wald’s flamboyant lifestyle and
high profile in the fall of 1982.
The agency may then have
begun to discover that there
were some questions about

exactly what Rewald was doing
with other people’s money.

‘What the agency knew and
when it knew it is important to
those investors who claim the
CIA bears responsibility for
their losses in Rewald’s firm
because it either knew or
should have known the money
was not being invested.

Rewald was charged with
theft shortly after the company
collapsed in August 1983, and
last month was hit with a 100-
count federal indictment charg-
ing fraud, perjury and income
tax evasion.

By January 1983, the CIA
had been alerted by Rewald
himself that the Internai Reve-
nue Service was investigating
him. The CIA got the IRS to
pause long enough for the CIA
to see if it had any personnel
who would be endangered by
the IRS investigation; then the
IRS resumed its probe.

At the same time, the CIA
got at least one active agent to
withdraw his personal invest-
ment with Bishop Baldwin, as
reported by The Advertiser last
April.

The ABC report last night
followed a first installment in
which the network said —
again without revealing any
substantiation — that Bishop
Baldwin sold arms to Taiwan
for the CIA in violation of U.S.
treaties with communist China.

The Advertiser has reviewed
telexes purporting to discuss
such a deal, but has found no
evidence of it except that
generated by Rewald or his as-
sociates at his direction.

S

aide says

Barrett said yesterday he has
seen no proof of any such arms
deals.

Another official familiar with
the case says Rewald invented
the supposed arms deals and
then offered information about
them to the CIA in a desperate
attempt to maintain or enhance
his relations with the agency at
a time when his company was
in trouble.

ABC also broadcast Rewald's
unsubstantiated claim  that
money lost by 400 investors in
his firm is not missing but hid-
den in several bank accounts.

But bankruptcy trustee
Thomas Hayes says he — and
the FBI — have accounted for
virtually every penny of the
$22 million taken in by Rewald.
Some of it was returned to
investors as principle and inter-
est; about $5 million was spent
on company operations; and
about $5 million was spent by
Rewald on himself and friends
and family, Hayes says. None
of the money is missing, Hayes
said. All of it, including about
$3,000 received from the CIA as

" reimbursement for telephone

service charges and telex ex-
penses, has been accounted for,
he said.

Hayes said the ABC report
appeared to him to be “an up-
beat version of very old news.”
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